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Economic growth has always been the theme of the country. Since Keynes 
stressed government’s intervention in the economy, the government-leading public 
investment has been playing a significant role in the private investment direction and 
the national economy development, also became one of the important tools for 
regulating economy. For resisting the Asian financial crisis struck, Chinese 
Government has been implementing positive fiscal policy since 1998. Ten years later, 
confronting the spread of subprime crisis in the USA, in November 2008 our 
Government stated that it would make an additional 4 trillion investment in two years. 
And with intent to simulate domestic demand and national economy against the crisis, 
the investment would focus on such aspects, as livelihood projects, self-reliant 
innovation, structural readjustment, energy saving & pollutant reduction, ecological 
construction, major infrastructural construction, etc. The relationship between public 
investment and economic growth attracts people’s attention again. 
Based on intensive recognition of national economic growth connotation and 
capital conception, emphasis is laid upon the dynamic impact of the capital structure 
of public investment on economic growth and industrial restructuring. According to 
endogenous growth theory, with public investment divided into physical capital 
investment, human capital investment and R&D investment, the empirical analysis of 
the data after reform and opening-up is undertaken via VAR model, Granger causality 
test, impulse response function, and variance decomposition. 
It is concluded that with the reform of investment system, China's public 
investment is unreasonable in its scale and structure, the relative scale of public 
investment is still low and the structural imbalance problem persists notwithstanding. 
Through empirical testing it is found that Granger causes of GDP growth lies in 
neither public physical capital investment nor public human capital investment, or 
public R&D investment, indicating ineffective public investment. For innovation 
shock from these above-mentioned types of public investment, GDP growth’s and 













individual influencing direction, extent and duration manifest different characteristics. 
Long-term GDP growth rate is mainly affected by the volatility of changes in public 
R&D investment, while the surges of primary industry, secondary industry and 
tertiary industry in GDP are basically due to fluctuations in public physical capital and 
human capital investments. To solve such problems, it is suggested that in the 
subsequent process of implementing positive fiscal policy and increasing public 
investment, our Government should pay more attention to coordinating investment 
time, optimizing investment structure, improving investment efficiency and 
maintaining investment’s continuity. 
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